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1 CASE NO. 8 8 2 1  
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O K D E K  

On January 6 ,  1 9 8 3 ,  the  Cornnissjon r c c e j v e d  a l e t t e r  

f r o m  Ilr. Hrj a i l  11. tlcKcown ( A p p e n d i x  A )  111 w h l  ch lie a s k c - d  vliy 

K e n t u c k y  Utilities C o m p a n y  ("KU") bills a n  apartment  

bt l f  J d l n ~  w h i c h  o w 1 1 0  011 L I ~ C  G c i l c - r t i l  S c r v i c c  rate ( " ( ; s a ' >  

i n s t e a d  of t h c  Kcsidcntlal rate ("RS"). KU, b y  l e t t e r  

r c c c i v c d  F e h r u n r y  1 1 ,  1 4 8 3 ,  ( t l p p c ' n d i x  B) a s s e r t e d  that thc 

owner of t h e  m u l t i - r e s i d e n c e  b u i l d i n g  hnd nn option, a t  t h e  

time of i t s  c a n u t r u c t f o n ,  o f  I i i s t a i l i n g  onc r n a s t c t  meter and 

accepting s c r v i c c  u n d c r  t h c  CS r a t e  or installing individual 

meters and r e c c l v i n g  s e r v i c e  u n d c r  t h e  KS rate. T h e  o w n e r  

chose t o  i n s t a l l  ;I m a s t e r  nicter and a c c c p t  t h e  GS r a t c .  K U  

s t a t e d  t h z t  s i n c c  the b u i l d i n g  was n o t  wired for I n d i v i d u a l  

~ e t c r s  I t  c o u l t l  n o t  q u n l i f y  f o r  t t i t  RS r o t c - .  I n  N o r r h  o f  

1 9 G 3  blr. NcKcnwr i  t ; u g g c . s t c d  t h a t .  t l i e  K U  t a r i f f  H I I C C ~  No. '26 

( A p p e n d i x  C )  p r o v i d e d  a n  o p t i o n  for c h a n g i n g  f r o m  a GS to an 

KS rate. K U ,  b y  l c t t e r  r c c c i v c d  March 3 1 ,  1 Y n 3 ,  ( A p p e n d i x  

b) t i c n l c d  t h n t  t a r i f f  s l t c . c * t  f l u .  2 6  ~ p p 1 l i - d  t o  t h l ~  a n d  once, 

again scetcd I t s  o p i n i o n  t l i a t  thc  s c r v l c e  c o u l d  n o t  bc 

chnrigcd Lo tlic H! i  r i i t i '  urrlcius i~ W B U  rc-wf  t c a d  f o r  i r i d i v l d i J o 1  

meters .  



The Commission, h a v l  n g  consl d e r e d  t h e  r e c o r d  and 

b e l n g  a d v i s e d ,  hereby ORDERS t h a t  t h i s  m a t t e r  bc  a n d  f t  

herchy i s  s e t  f o r  ! \ c a r i n g  o n  J u n e  3 ,  1983, a t  9:00 a.m., 

E a s t e r n  U a y l i g t i t  T i m e ,  i n  t h e  C o n n l s s l o n ' s  Q ~ L ~ I C P R  a t  

Frankfort. K e n t u c k y .  

IT IS PL'RTIIEK O R D E R E D  t h a t  K U  shall a p p e a r  at t h e  

h e a r i n g  a n d  p r c s r n t  t e s t i m o n y  r c l a t l v c  t o  t h l s  nattcr. 

Done at Frankfort, K c n t i i c k y ,  t h i s  6th day of May, 1983. 

P U B L I C  S E R V I C E  COMMISSION 

Commissioner 

ATTEST : 

Secre t a r  y 



January 3 ,  1983 

HcRcown 
1309 0 

Telephone 800-432-928s-Office 
or 606-255-4473-0ffLcc 

606-223-4651-8ome 

(APPENDIX "A") 

He. Laura Huttell, Commissioner 
P u b l i c  Service Commission 

Frankfort, Kentucky 40602 
P.0. BOX 615 

Dear Comml8s~oner nutrcllt 

Almost by happenstance f have learned that tensntr living 
in' m u l t i p l e  u n i t  apartment b u i l d i n g s ,  whore e l e c t r i c i t y  
usage is n o t  monitored on Individual meteru, ate charged 
h igher  rater, (rcemlngly  because they ere  treated 60 
"comaerciml" rather than "residential" customerr), than 
those whose electricity usage is "separated" by individual 
nieterr. 

-. 

A s  an owner of a twelve-unit apartment building, 1 pcrlod- 
ically calculate the c o s t  of utilities for each tenant and 
then include t h i s  amount in the rent.. Becaura my b u i l d i n g  
h88 o n l y  one "mm8ter" metor, the rcmultant clactric bill., 
(which ere then p r s r s d  on to the tenantr), are 20%=2S% 
higher thaa if t h e s e  mame customerm of Kentucky Utilities 
were on individual meters. 

This travesty has been presented to the local Kentucky 
Utilitiee people, (who vere cordial but  adsmant), who 
argue otronglp that they "do not legislate, but  only enforce 
the regulatione". My argument w a s  that if the regulation 
allowed one clasr of cuotorner~ to pay a higher (mubstantislly) 
rate  f o r  Identical ecrvice than another group, the regulation 
var dirctiminatory and unfair, if not downright unconmtitutional. 

In my euprernc naivete', I suggemted (as a cornpromisel that 
all paet overcharge6 be forgiven, and to begin 1983 with 
t h e  8pproprlmtt "residcntia1" rate. Kentucky Utilitico 
d e c l i n e d .  

f f  there were some l O g 2 C 8 1  remaon for thir rate d i r p a r i t y ,  
tblm letter would heve been unnecessary. (In f a c t ,  t h e  

I - -  . , . .  
I .  



-2 - ;/ 
/ total operating cortm for Ktatucky Utilitiem rhould be 

le68,  mince they have t o  rasd o n l y  one m e t e r  and b i l l  one 
p s r t y ,  while their trrnsml8sloa c06ts mhould be conrtant.) 

Leetry, my tenants have been further discriminated againet 
by application of t h e  5% Kentucky Sales Tax, whereas 
residential cuetomera (a8 narrowly defined by Kentucky 
Utilities) are exempt from this t a x  (which,  i a c l d e n t e l l y ,  
is on top of the .01S7 Lexington Franchime Tax end t h e  
approximate 3% School Tax). 

P l e a s e  a d v i s e  a t  your e a r l i e s t  convenience whether you are 
in agreement with Kentucky U r i l i t i e s '  a r b i t r a r y  view: and, 
i f  they are correctly applying the regulation am I t  fe 
written, what action, if any, your commission i s  preperfng 
in order to remedy an obvious inequity? 

Sincerely,  " 

Brlao 8 .  XcKeown 



. .- e KENTUCKY IJTILITIES COMPANY e (APPENDIX llBj" 
ONC O U A L l W  8TRClCT 

OFFICE OF VICE PRESIDENT 

LCXIHGTON. KEHTUCKV 40507 

February 10, 1983 

Mr. Claude G. Rhorer, Jr., Director : I - ' / . !  L I 1 
Division of Utility Engineering and Services 
Public Service Commission 
730 Schenkel Lane . . , I .  - -  ! 
Frankfort, Kentucky 40602 

:; 

' . i : L . , f ; t  P.O. Box 615 c; :j- 

Dear Mr. Rhorer: 

This is in response to your letter of January 7, 1983, which forwarded 
a copy of a letter f r o m M r .  Brian H. McKeown, 1309 Old South Court, 
Lexington, Kentucky, wherein he questions the application of our General 
Service rate to his  master-metered, twelve-unit apartment building. 

Apparently, Mr. McKeown is concerned about rate application to his apart- 
ment building located at 1874 Augusta Drive in Lexington. As specified 
ir. his letter of January 3, 1983 to Commissioner Murrell, this is a 
twelve-unit apartment building with a single meter. 

Our recorded date of service to this building in Mr. McKeown's name is 
December 28, 1978. Since service was established prior to May 31, 1981, 
PSC Regulation 807 KAR 5 : 0 4 6  does not apply. 
that after May 31, 1981 a11 newly constructed buildings of this sort 
are to have individual meters for each dwelling unit. 

The Company's Rules and Regulations, as filed and approved state that 
"When two or more rates are available for certain c lasses  of service 
the conditions under which they are applicable to the requirements 
of particular customers are plain1 
rate schedules. 
Original Sheet No. 4, our Residential Service Rate Sheet states, under 
avallabi11ty of service, that it is available for "....service to 
residences, individual apartments ..." At the time of construction of 
this  apartment building the owner apparently exercised the option for 
single meter service. The primary reason for selection of single meter 
service would have been the substantial savings in wiring costs in not 
installing individual meter bases with individual main disconnects. 
This option also meant that the applicable rate was then and is now the 
General Service Rate. 

This Regulation specifies 

set fo r th  in the Company's published 
The choice of suc K rate lies with the customer." 

Mr. McKeown still has the option of installing twelve meters, one for 
each individual apartment. In addition, he would probably need to 
retain the one commercial meter for outside lights, house l i g h t s ,  and 
heating and cooling equipment if this is central unit equipment. Im 
this manner, his tenants would qualify for the residential rate. Hi6 
letter indicates he is le itimately quite concerned about obtaining 
the lowest possible r a t e  f or his tenants. We share thie concern. 



/ 
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M r .  McKeown first ca l l ed  our office on Thursday, January 6, 1983 and 
talked to our Lexington District Billing Supervisor who discussed the 
application of residential and commercial rates with him and explained 
to him that since his apartment complex was not individually metered 
for each dwelling, it did not qual i fy  €or the Residential Service rate. 
In addition, our Customer Services Advisor talked to Mr. McKeown and 
sent him a rate anal sis which indicated the cheapest applicable ra te  

Service Rate. 

,,/ 

J 

for him was the one K e was being served on, that is, the General 

W e  hope this s u p p l i e s  you with information necessary to respond to 
Mr. McKeown. Sf w e  can be of  further assistance please let us know. 

Sincerely, 

Robert M. Hewett 
Vice President 
Rates and Contracts 

RMH: l r p  
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(Appf3I?llx " c  
LATSNC TO APPLICATION OF RBSZDENTIAL 

p. s. c. NatO 

SCHEDULES 
For Electrk SetvLce 



OWL OUALITV m L C T  

!J!KlNOTON. KENTUCKV 40807 

OFFICE QC VICE MLSlVLNt  March 28. 1983 

M r .  Jack Fisher ' 
Public Service Commission 
730 Schenkel Lane 
Frankfort, Kentucky 40602 

Dear Mr. Fiehert 

RECEIVED 
MAR 3 11983 

WVI4q i nforma- 
tion r e l a t e d  to you by phone by Mr. Omer a f e w  4i$W%i sfsw ening an 
This will comply with your request that we re 
inquiry you received from Mr. Brian H. McKeown. Kr. McKeown had pre- 
viously written the Commission by letter dated January 3, 1983. We 
were asked to respond to the Commission concerning his  letter, and d i d  
so by letter dated February 10, 1983. 

On the Residential Schedule, RS-1, under Availability of Service you 
will find: Available -- to residences, individual apartments -- 
On Original Sheet No. 25 of our Tartff PSC No. 10 under METERING 
will f ind the following statement; ''When service is supplied by Company 
at more than one delivery oint on the same prerniees each delivery 
point will be metered and E illed seperately on the rate applicable." 

Without repeating information already in the above referred to corre- 
spondence, Mr. McKeown made reference to paragraph 1 on Original Sheet 
No. 26 of our Tariff PSC No. 10. By this paragraph Mr. McKeown feels 
he is entitled to service to his twelve unit apartment building on the 
residential rate RS-1 through the one meter. At the outset this  para- 
graph states "Residential rates are based on service to single f a m i l  
units and are not applicable to multi-family dwellings served throug 
a single meter." 

The initial reason for paragraph 1 on Sheet No. 26 is that a number of 
years ago (prior to 1958) some large old homes were converted into 
apartments. 
that individual meters could be used would be very difficult as well as 
expensive. These homes were initial1 built for a single family dwelling 
and were served through one meter. 
individual metering in these few instances. This was the intent and 
reason for this paragraph and t h i s  ie the policy the Company has followed 
ever since. To the best of our knowledge, after a quick check with each 
division, the Company has never served a building initially constructed 
as an apartment through one meter and billed for service on the 
residential rate either in total or stepped the residential rate by the . 
number of apartments. 0 

{ 

To rewire these old homes or to segregate the wiring so 

T x e Company made an exception to 
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Mr. McKeown wishes to rewire his building and provfde for metered 
service to each individual apartment to receive the restdentid rate 
and one metered service €or electric use t h a t  is common f o r  the 

As best we can determine, Mr. McKeown'e apartment building was constructed 
in about 1973 by Malcom McGre or and Kenneth Neal. A t  that time, it wee 
the Company'e practice to adv E4 8e the owner of a choice of one delivery 
paint for electric service to be billed on the best applicable rate for 
commercial service or wire for individual meters for each apartment with 

a a i  service on the residential rate. In the latter case, if electric service 
would be needed for any common use of the building such as hall lighting, 
laundry room, central air conditioning or heating then an additional 
meter would be required for this use and that service would be billed 
On a commercial rate for that usage. Mr. McGregor end Mr. Neal were 
builders of homes and commercial buildings and knew of the metering 
options for the apartment building. 

i I 
. !  

They chose single point delivery. 
i 
! 

Apparently, the building has changed hands several times since being 
constructed, at any rate, electric service has been in five different ! 

Sincerely, 1 

RMH: lrp 

cc: S. A. Omer 

Robert pi. Hewett 
Vice President 
Rates and Contracts 


